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RIVAL  COTTON  INDUSTRIES  IN  RIVAL  TERRI¬ 
TORIES  ASK  INTERSTATE  COMMERCE  COM¬ 
MISSION  TO  COMPEL  RAILROADS  TO  RAISE 
RATES  FROM  SOUTH  TO  WEST  FIVE  CENTS 
PER  HUNDRED  POUNDS. 

The  growth  of  cotton  manufacturing  in  the  South  affords 
an  instructive  illustration  of  the  principle  that  railway  lines 
are  obliged  to  make  rates  which  will  permit  the  development 
of  industries  located  in  their  territory  in  competition  with  in¬ 
dustries  located  in  a  different  territory,  and  rates  necessary 
for  this  purpose  are  forced  upon  the  carriers,  whose  interests 
are  identical  with  those  of  the  industries  existing  and  growing 
up  in  the  territory  occupied  by  the  railway  lines. 

The  situation  with  reference  to  the  cotton  manufacturing 
plants  of  the  South  shows  that  in  the  early  years  when  mills 
began  to  appear  in  that  territory,  their  product  was  necessarily 
bound  to  be  sold  in  competition  with  the  products  of  mills 
located  in  New  England.  It  was  indispensable  that  rates 
from  the  South  to  the  common  markets  should  be  made  such 
as  to  enable  the  Southern  mills  to  live,  otherwise  they  would 
have  passed  out  of  existence  and  the  Southern  railways  would 
have  lost  immense  tonnage  and  revenue. 

GROWTH  OF  COTTON  INDUSTRY. 

The  growth  of  the  mills  in  the  South  has  advanced  from 
151  mills  in  1870,  with  327,871  spindles  to  7 66  with  8,211,734 
spindles  in  1905.  ( Figures  for  ipoj  are  taken  from  Bulletin 

25  Department  of  Commerce  and  Labor ,  Bureau  of  the  Census.') 

In  1880-1881  the  Northern  mills,  located  principally  in  New 
England,  consumed  1,574,000  bales  of  cotton,  while  the 
Southern  mills  consumed  in  that  season  only  221,000  bales 
of  cotton.  In  1901-1902  the  Northern  mills  consumed  2,066,- 
000  bales  of  cotton  and  the  Southern  mills  consumed  2,017,- 
000  bales  of  cotton.  In  1902-1903  the  consumption  of  the 
Northern  mills  was  1,966,000  bales  of  cotton  and  the  South¬ 
ern  mills  1,958,000  bales.  In  1903-1904  Northern  mills  con- 
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sumed  2,027,000  bales,  Southern  mills  1.877.000.  Bullet 
25  issued  by  Department  of  Commerce  and  Labor,  Bureau 
the  Census,  gives  the  following  striking  figures  for  the  year 
ending  August  31st,  i9°5-  Commercial  bales  consumed  by 
Northern  mills  in  1905.  2,138,829,  by  the  Southern  mi 

2  140  1 5 1.  This  does  not  include  foreign  cotton. 

’  This  showing  discloses  the  remarkable  fact  that  the  mills 
of  the  South  actually  consumed  more  cotton  than  the  mills 

of  the  North  in  i9°5* 

WHAT  THE  CARRIER  HAS  DONE  TO  ASSIST 

ITS  DEVELOPMENT. 

In  order  to  stimulate  the  cotton  milling  industry  of  the 
South  the  carriers  serving  that  section  early  realized  and 
recognized  the  absolute  importance  and  necessity  of  adjus  • 

ing  rates  so  as  to  bring  about  this  desired  end  _ 

In  1876  cotton  piece  goods  were  in  “First  Class  and  th 

rate  on  “First  Class”  between  New  York  and  Atlanta  was 

Per  hundred  pounds.  c  ,, 

In  1880  cotton  piece  goods  manufactured  in  the  South 

when  destined  to  the  North,  East  and  West  were  re¬ 
duced  from  “First  Class”  to  “Fifth  Class,”  the  rate  from 
Atlanta  to  New  York  in  1880  being  60  cents  per  hundre 

This  drastic  reduction  was  voluntarily  made  by  the  South¬ 
ern  carriers  because  they  had  been  impressed  with  the  f"Pf ' 
vening  importance  of  encouraging  and  contributing  to  the  de¬ 
velopment*  of  cotton  mills  in  the  South.  There  have  been 
fluctuations  in  the  rate  from  1880  to  date,  but  it  has  always 
remained  low  and  in  1905  is  55  cents  per  100  pounds  from 
Atlanta  to  New  York.  The  figures  above  quoted  show  how 
the  industry  has  increased  by  leaps  and  bounds  until  in  the 
year  1905  we  find  the  marvelous  fact  that  the  Southern  mi  s 
have  consumed  more  bales  of  cotton  than  the  Northern  mills. 

In  the  early  stages  of  the  cotton  manufacturing  industry  111 
the  South  the  mills  devoted  their  attention  almost  wholly  to 
the  coarser  grades  of  goods,  but  as  they  increased  in  strength 
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and  importance  the  finer  grades  have  been  gradually  taken 
up  and  the  new  mills  today  are  equipped  principally  for  the 
manufacture  of  higher  classes  of  goods. 

As  the  process  went  on,  the  New  England  mills  have  gradu¬ 
ally  abandoned  the  manufacture  of  some  of  the  coarser  grades 
of  goods  and  the  South  may  be  said  to  have  in  a  large  measure 
control  in  this  class,  although  the  situation  is  such  that,  if  for 
any  cause,  an  unreasonable  advance  in  freight  rates  from  the 
South  or  an  advance  in  the  prices  of  labor,  or  other  compli¬ 
cation  calculated  to  injure  and  cripple  Southern  mills  should 
occur,  it  is  more  than  probable  the  manufacture  of  the  coarser 
grades  of  goods  would  be  resumed  in  New  England  on  a 
large  scale. 

Cotton  manufacture  in  the  South  has  reached  a  stage  where 
the  mills  are  making  and  putting  on  the  markets  of  the  world 
high  grade  goods  in  competition  with  goods  made  in  New 
England. 

Owing  to  the  fact  that  originally  the  Southern  mills  found 
that  they  were  attacking  an  entrenched  position;  that  is,  the 
markets  controlled  by  New  England,  it  was  necessary  for 
them,  in  order  to  introduce  their  product,  to  make  some  con¬ 
cession,  as  every  man  at  a  disadvantage  must.  It  is  always 
difficult  to  unseat  the  party  in  possession,  and  in  the  begin¬ 
ning  Southern  mills  found  it  necessary  to  sell  their  product 
in  New  York  at  the  delivered  price;  that  is  to  say,  the  prac¬ 
tice  of  the  New  England  mills  was  to  deliver  their  product  in 
New  York,  which  was  a  typical  market,  making  the  price  in 
this  country,  and  of  course  it  was  obligatory  on  the  Southern 
manufacturers  to  likewise  sell  their  goods  delivered  in  New 
York. 

HOW  SOUTHERN  CARRIERS  HAVE  MET  WEST¬ 
ERN  COMPETITION. 

The  Western  markets  were  also  in  control  of  the  New 
England  mills ;  hence,  in  order  to  introduce  the  product  of 
the  Southern  mills  in  the  West,  the  Southern  manufacturer, 
being  the  weaker  party,  was  obliged  to  make  a  concession  by 
paying  the  freight  rate  to  Western  points ;  or,  to  be  more 
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exact,  a  concession  or  payment  by  the  Southern  mills  to  the 
Western  consumer  of  a  freight  allowance  equivalent  to  the 
rate  from  the  point  of  origin  in  the  South  to  New  York.  For 
instance,  if  the  rate  from  Union,  South  Carolina,  to  New 
York  was  49  cents,  when  the  product  of  that  mill  was  to  be 
sold  in  New  York,  the  mill  men  would  deliver  the  goods  in 
New  York,  as  it  was  the  custom  of  the  New  England  mill  to 
do  the  same.  When  the  Union,  South  Carolina,  manufac¬ 
turer  desired  to  sell  in  Chicago,  he  would  allow  49  cents  out 
of  the  rate  to  Chicago,  and  this  practice  prevails  gener¬ 
ally  to-day,  although  the  New  England  spinners  do  not  sell 
delivered  in  Chicago,  owing  to  the  fact  that  their  goods  have 
an  established  reputation  and  are  or  were  practically  in  con¬ 
trol  of  the  markets  of  the  West.  The  Southern  mill  man  is 
thus  under  a  commercial  handicap. 

In  order  to  put  the  Southern  mill  man  in  a  position  to 
compete  with  the  New  England  spinners  in  the  markets  of 
the  West,  the  railroads  of  the  South  have  practically  made  a 
rate  from  the  South  to  the  West  equal  to  the  rate  from  New 
England  to  Western  points  of  destination.  Of  course  these 
rates  from  the  South  are  not  always  precisely  the  same  as 
from  New  England,  but  on  the  whole  they  can  be  said  to  be 
equal  in  a  broad  sense,  and  in  some  instances  they  are 
exactly  the  same. 

A  typical  case  is  the  rate  from  Atlanta  to  Chicago  which  is 
55  cents,  made  in  order  to  meet  the  rate  from  New  England 
to  Chicago  which  is  also  55  cents  per  hundred  pounds. 

This 'policy  of  the  Southern  roads  has  had  much  to  do 
with  the  marvelous  development  of  the  Southern  cotton 
manufacturing  industry,  and  has  produced  immense  tonnage 
and  brought  about  the  growth  and  increased  population  and 
wealth  of  numbers  of  towns  throughout  the  South,  and  added 
greatly  to  the  revenues  of  the  railroads. 

The  rates  to  all  points  in  the  West  from  the  South  were 
made  to  meet  the  New  England  competition  and  that  is  the 
underlying  idea  of  the  tariffs  existing  today.  The  tremendous 
growth  of  the  industry  is  proof  of  the  justness  of  the  rates. 
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The  rates  have  thus  been  fixed  by  the  competitive  conditions 
existing  between  the  two  sections  and  are  absolutely  beyond 
the  control  of  the  railways  themselves. 

It  would  have  been  most  unwise  not  to  have  recognized 
these  competitive  conditions,  and  if  they  are  ignored  today 
and  the  rates  raised,  it  would  endanger  the  entire  structure 
which  has  been  built  up  to  the  great  benefit  of  the  South  and 
its  railways,  and  great  loss  w7ould  ensue  to  the  South  and  to 
the  roads  located  in  that  territory. 

NECESSITY  FOR  BLEACHERIES  AND  DYE  WORKS. 

Owing  to  the  natural  evolution  and  development  of  the 
industry  and  gradual  improvement  in  the  grade  of  goods 
made  in  the  South,  the  establishment  of  bleacheries  and  dye 
works  has  become  necessary.  Up  to  within  recent  years 
practically  all  the  goods  manufactured  in  the  South  were 
shipped  to  New  England  to  be  bleached  and  dyed  and  thence 
distributed  for  sale  throughout  the  West  and  the  w^orld. 

Within  recent  years,  however,  bleacheries  and  dye  works 
have  appeared  in  the  South  and  the  principle  which  required 
rates  to  be  made  from  the  South  which  would  permit  compe¬ 
tition  with  New  England  mills  now  holds  good  with  regard  to 
bleacheries  and  dye  works  located  in  the  South  so  as  to  en¬ 
able  them  to  compete  with  bleacheries  and  dye  works  located 
in  New  England  and  elsewhere. 

Hence  rates  have  been  put  in  from  points  in  the  South 
where  these  new  industries  are  developing,  which  enable  them 
to  do  the  work  in  the  South  so  that  the  converted  article  may 
be  sold  in  the  West  at  such  points  as  Chicago,  which  is  a 
typical  market,  in  competition  with  goods  converted  in  New 
England. 

APPEAL  TO  INTERSTATE  COMMERCE  COM¬ 
MISSION. 

The  situation  has  given  rise  to  a  proceeding  before  the  In¬ 
terstate  Commerce  Commission  instituted  by  the  Reliance 
Textile  and  Dye  Works,  a  concern  located  at  Covington,  Ky. 
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A  part  of  their  application  is  “  to  ask  the  Commission  to 
force  the  railroads  to  increase  the  rates  from  south  of  the 
river  (Ohio)  on  traffic  for  beyond.”  (See  Testimony  before 
Interstate  Co?n?nerce  Commission  in  Reliance  Textile  and 

Dye  Works  Case,  p.  24 .)  That  is  to  say,  they  desire  that  the 
rates  from  the  South  to  Chicago  be  raised  5  cents  per  hun¬ 
dred  pounds  above  what  they  are  at  present,  and  this  contro¬ 
versy  has  been  submitted  to  the  Interstate  Commerce  Com¬ 
mission.  The  claim  of  the  reliance  Textile  and  Dye  Works 
is,  that  no  competition  actually  exists  between  the  Southern 
product  and  the  New  England  product  in  the  markets  of  Chi¬ 
cago  and  the  West. 

On  the  other  hand  it  is  strongly  asserted  by  the  mill  men 
located  in  the  South  and  by  the  Traffic  Managers  of  railways 
situated  in  the  South  that  there  is  competition  between  New 
England  and  Southern  mill  products  and  that  any  unreason¬ 
able  advance  in  the  rates  would  seriously  interfere  with  the 
ability  of  Southern  mills  to  continue  selling  their  goods  in 
the  West. 

The  whole  history  of  the  Southern  cotton  manufacturing 
industry  has  been  developed  in  this  case  and  the  great  pre¬ 
ponderance  of  testimony  shows  that  the  rates  to  Chicago  are 
forced  upon  the  railroads  by  the  existence  of  sharp  compe¬ 
tition  between  New  England  goods  and  Southern  goods. 

EFFECT  OF  COMPELLING  CARRIER  TO  ADVANCE 

THESE  RATES. 

The  bleaching  and  dyeing  branch  of  the  cotton  manufactur¬ 
ing  industry  is  in  its  infancy  in  the  South,  and  the  testimony 
of  men  engaged  in  that  branch  is  to  the  effect  that  should  the 
rates  be  substantially  advanced  this  particular  business  would 
be  destroyed.  It  is  natural  for  competitors  located  at  Cov¬ 
ington  and  in  New  England  in  the  bleaching  and  dyeing  bus¬ 
iness  to  desire  the  rates  from  the  South  to  the  West  to  be 
raised  so  as  to  wipe  out  this  new  industry,  and  that  question 
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has  been  submitted,  as  heretofore  stated,  to  the  Interstate 
Commerce  Commission  for  adjudication.  It  is  purely  a  ques¬ 
tion  of  territorial  competition  and  is  merely  an  illustration  of 
the  kind  of  controversies  which  must  come  before  any  Gov¬ 
ernment  Board  clothed  with  the  power  of  rate  making. 

At  present  each  territory  and  the  railroads  serving  it  are 
left  to  work  out  their  own  salvation  according  to  fundamental 
economic  laws.  For  their  own  self-preservation  and  ex¬ 
istence  the  railroads  must  voluntarily  make  rates  -which  will 
keep  alive  and  develop  the  industries  located  in  the  section 
where  they  are  situated.  They  are  joint  producers  with  the 
manufacturer  and  the  agriculturalist  in  the  territory  where 
their  lines  run. 

If  in  the  place  and  stead  of  the  development  proceeding 
on  natural  lines  under  the  dictates  of  mutual  self-interest 
governed  by  free  competition  there  is  to  be  substituted  a 
tribunal  -which  shall  distribute  prosperity  according  to  the 
lights  before  it  and  the  varying  judgment  of  men  who  may 
compose  it  from  time  to  time,  there  is  a  radical  reversal  of 
the  policy  heretofore  pursued  by  the  United  States,  and  it  is 
difficult  to  perceive  the  eventual  outcome. 


THE  SAME  PRINCIPLE  APPLIES  TO  OTHER  IN¬ 
DUSTRIES. 

The  same  principle  which  governs  the  making  of  rates 
with  regard  to  the  cotton  manufacturing  industry  prevails  in 
respect  to  other  industries,  and  rates  are  made  and  must 
necessarily  be  made  in  obedience  to  the  law  of  competition 
which  controls  the  development  of  these  rival  regions,  and 
the  railways  serving  each  territory  are  bound  to  observe 
these  laws  and  actually  do  so. 

If  the  Reliance  Textile  and  Dye  Works  is  successful  in  the 
present  endeavor  to  have  the  rates  of  its  competitors  in  the 
South  advanced,  it  is  very  probable  that  some  such  effort  on 
the  part  of  other  competing  industries  will  develop. 
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It  is  interesting  to  note  that  on  the  lines  of  Southern  Rail¬ 
way  Company  cotton  mills  have  increased  steadily  so  that 
whereas  in  1895  there  were  208  mills  with  1,629,000  spindles, 
in  1905  there  are  494  mills  with  6,452,654  spindles. 

There  has  also  been  a  marked  increase  in  woolen  mills. 

This  record  is  hardly  evidence  of  a  tyrannical  abuse  of  the 
rate-making  power. 

CLAUDIAN  B.  NORTHROP. 


